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This special issue, containing the summary 
report of Southern Pacific's Annual Meet- 
ing (pages 6-11), is again being sent to our 
stockholders, as well as active and retired 
employees, with the hope that the content 
will be of general interest. 


Also included with this special issue of 
the Bulletin is a copy of “The American 
Economic System... and your part in it.” 
This booklet, prepared by The Advertis- 
ing Council and U.S, Department of Com- 
merce, offers a simple explanation of the 
American economic system and how it 
involves us. 


Record New Equipment Orders: 
5,000 Box Cars, 195 Locomotives 


Southern Pacific is placing or- 
ders for 5,000 new box cars, costing 
about $180 million, and 195 new 
diesel locomotives, costing $133 
million, as part of a record equip- 
ment program. 

Chairman Benjamin F, Biaggini 
said the orders are part of SP’s 
multiple response to shipper re- 
quirements for more equipment to 
move products to transcontinental 
markets. 

“The great disruption of the na- 
tion’s freight car fleet, because of 
this year’s severe winter storms and 
the coal strike, has kept many of our 
cars from getting back to our lines 
for further loading,” Biaggini ex- 
plained. “These new equipment or- 
ders underscore Southern Pacific’s 
determination to help our custom- 
ers get the service they require and 
to expand its own rail marketing 
efforts.” 

Large programs to rehabilitate 
older equipment and to accelerate 
maintenance of cars and locomo- 


tives also are helping SP meet car 
supply requirements, he added. 

Cost of the maintenance and re- 
building program will total about 
$374 million this year, Biaggini said. 

“Southern Pacific is completely 
rehabilitating 2,099 freight cars and 
repairing 10,807 more in 1978,” he 
reported. “Similar programs to get 
more cars into service, and keep 
them there, will continue in 1979.” 

The orders for the 5,000 new 50- 
foot, plain, double-door box cars 
are being placed with manufactur- 
ers across the nation for deliveries 
beginning in 1979. It is expected 
that 37 of the diesel units in the cur- 
rent order will be delivered late this 
year, and the other 158 in the early 
months of 1979. 

These additions to previous or- 
ders will boost SP’s capital invest- 
ment plans for equipment to about 
$158 million this year and to a re- 
cord $288 million next year — and 
planning for the 1979 program is 
not complete. 


Overland Route, is close to downtown areas of Sparks and Reno (in 
the middle distance). To the west are the mountains of the Sierra 
Nevada, and at middle right is SP Pipe Lines’ Sparks tank farm. 


Heavy equipment helps prepare sites for industry at Southern Pa- 
cific’s 540-acre North Park devetopment at Sparks, Nevada. The 
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One of Southern Pacific's intermodal trains 
Prepares to leave the Las Angeles Trans- 
portation Center ona runto Northern Cali- 
fornia and Oregon. The railroad loads and 
unloads intermodal containers andtrailers, 
and automobiles, on a 24-hour basis at the 
17?-acre center, conveniently located in 
downtown Los Angeles. 
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SP Communications Expands Service 


Southern Pacific Communica- 
tions Co. this month filed applica- 
tions with the Federal Communi- 
cations Commission to more than 
double its service capacity between 
Kansas City, Chicago and New 
York, because of its growing cus- 
tomer base. 

This will be part.of a 10-month, 
$20 million program to ‘increase 
SPCC’s coast-to-coast network 
from 7.5 to 11.3 million channel 
miles. 


SPCC also offered its ‘Speedfax’ 
facsimile transmission subscribers 
a new service to Japan, through an 
interconnection with RCA Global 
Communications. A standard fac- 
simile transmission call, from any 
SPC network city, can be routed 
via RCA Globcom “gateway” cen- 
ters in New York, Washington or 
San Francisco to Tokyo. Plans:are 
being made for similar trans-Atlan- 
tic service. 


strategic location of the industrial park, on the main tine of SP’s 


Seventy Parks for Industry 


Southern Pacific Industrial Development Company 
May be Nation’s Largest Builder of Planned Sites 


Fifteen big units of earth-moving machinery work steadi- 
ly on nearly a square mile of land in thecity of Sparks, Neva~ 
da, transforming a former pasture into one of the nation’s 
largest and best-planned industrial parks. Bulldozers and 
end loaders are leveling an upper terrace on the hillside for 
business sites which will overlook Southern Pacific's rail- 
road yards and incidentally furnish fine views to the west 
of the neighboring city of Reno and the high mountains of 
the Sierra Nevada. 

Rock and earth from the cuts are being used to form a 
level base in the meadows below for major industries which 
need railroad spur service. SP has already constructed a rail 
overpass over the adjacent Interstate Highway 80, bringing 
a drill track in from the main line. Roads, and trunk lines 


for water, gas, a sanitary sewer system and storm drains are 
being installed. 

The Southern Pacific Industrial Park — North at Sparks 
is a big project, covering 540 acres, which will provide a 
prized working environment for new industry. 

The Sparks industrial park — like many others across 
the country — is the product of cooperation between the 
community and Southern Pacific Industrial Development 
Company, an SP land subsidiary which plays a key role in 
shaping the future economy of the West and Southwest. 

The specialists at SP Industrial Development work — 
along with railroad traffic, engineering and operating peo~ 
ple — to attract business-generating industries to locations 
along SP rail lines. Often they do this by negotiating for sale 
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or lease of Southern Pacific’s own property. Often it is done 
by assisting private developers or municipalities develop 
and market their properties. 

SPID manages more than 70 industrial parks, covering 
about 6,000 acres, which are owned and developed by 
Southern Pacific, plus an additional 30,000 acres of semi- 
developed and undeveloped land which has good potential 
for industry sites. Sales of SP properties —- mostly industrial 
— last year totaled $29.3 million, up 19% from 1976, and 
land sales so far this year are exceeding the 1977 pace. 

In the past five years, 2,876 new plants have moved to 
locations served by SP rail lines. 

O. G, Linde, president of both Southern Pacific Land 
Company and SPID, estimates that these 2,876 industries 
have created more than 84,000 jobs in their new home com- 


munities and have added more than $2.7 billion in new 
investment to the local tax base. 

“The interaction between the communities we serve and 
our professional team of developers is critically important in 
this process,” Linde declares. “We do our best to make sure 
the companies are both comfortable in their new home 
towns and in the location that offers the best chance for 
continued growth.” 

Potential shippers turn to SP’s experienced industrial spe- 
cialists for quick, confidential and objective information 
about hundreds of possible places to build their manufac- 
turing, processing or distribution facilities. The SPID peo- 
ple provide reliable data on land cost and ownership, taxes, 
freight rates, labor supply, zoning, utilities, highway pat- 
terns and rail services. They tap computer banks for eco- 
nomic, demographic and financial analyses of various areas, 
and they provide aerial photos and engineering or topo- 
graphical maps of specific property. Working from six re- 
gional offices, they are in constant touch with local officials 
and planning commissions to encourage constructive zon- 
ing and balanced industrial growth, This close familiarity 
with local situations, Linde stresses, helps them act as cata- 
lysts, bringing together the right industries and the right 
communities, 

This is not a new activity for Southern Pacific. The rail- 
road has long experience in industrial development, and for 
many years it has averaged a net gain of more than one new 
rail-served industry along its lines per day. 

What is relatively new is the emphasis on the attractive 
industrial park, “pre-packaged” so customers can move 
right in, with a minimum of delay, when the economic time 
is right for them to move or expand. 

“This is a logical response to some of the political and 
environmental constraints we see on business development 
today,” explains Daniel T. Daggett, vice president and gen- 
eral manager of SPID. “We must have the property ready to 
go, with all the details of subdivision plans, zoning, environ- 


The Fairbanks Industrial Park 
(upper teft), 12 miles northwest 
of downtown Houston, is one of 
several developed districts SP 
offers new industry in the metro- 
politan area. Safeway Stores’ 
big distribution center shows 
prominently in the air view of 
the 150-acre park. 


Southern Pacific has more than 
70 industrial parks in the 12-state 
“Golden Empire” served by its 
transportation system. 
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Looking at plans for future 
expansion of SP's attractive 
Worth San Jose Industrial Park 
are Mayor Janet Gray Hayes of & 
San Jose, Stanley Z. Twardus, 
director of the city’s Office of 
Economic Development (left), 
and Daniel T. Daggett, vice 
president and general manager 
of Southern Pacific Industriat 
Development Company. 


mental impact reports and sometimes landscaping plans 
accomplished. We do this advance work to assure that the 
industrial park is an asset, designed with the community's 
concerns in mind. 

“This takes a lot of uncertainty out of the customer's de- 
cision-making process in establishing a new plant,” Daggett 
adds. 


‘Keep up the good work,’ San Jose’s 
Mayor Janet Gray Hayes said. ‘Keep on 
bringing in jobs for our people.’ 


With 70 industrial parks in its real estate portfolio, South- 
ern Pacific probably is the largest developer of such prop- 
erty in the United States, Daggett says. 

“Our people also serve on several industry-government 
task forces and committees formed to progress such public 
issues as land use planning and air pollution contro] regula- 
tions,” Daggett reports. “We help work out effective com- 
promises to satisfy environmental concerns while still per- 
mitting useful business expansion.”. 

The new Sparks project is a case history of how SPID 
works. The strategic advantages of putting distribution 
centers in Western Nevada, where they can serve many West 
Coast markets via SP’s Overland Route, became known in 
the mid-1950s, when Southern Pacific converted its Sparks 
steam locomotive shops, no longer needed with the advent 
of the diesel, into productive commercial warehouses. The 
Reno-Sparks warehouse community has grown until it to- 
day includes over 200 national companies, with more on the 
way. Across the railroad from the new project is the South- 
ern Pacific Industrial Park — South, ina quiet setting along 
the winding Truckee River. Firms like Ralston-Purina, 


K-Mart, and Specialty Brands occupy some of its original 
282 acres. 

Plans for the North Park project were started in 1974, 
when SPID began buying the land. 

“We worked carefully on the details with the city and re- 
gional planning commissions and others,” relates Doyle S. 
Gibson, SPID’s manager of planning and engineering. “We 
got the land rezoned and annexed to the city after convinc- 
ing some neighboring property owners to go along. We laid 
out streets and utilities and had them dedicated to public 
use. The Transportation Company, in the meantime, nego- 
tiated with federal and state highway officials for authoriza- 
tion to build the overpass.” 

Then the engineering and massive earth-leveling work 
began. 

“This kind of activity takes time,” says Gibson, “but our 
advance work cuts at least a year or two from the lead time 
for a new plant. When we bring in the representatives of 
prospective industry, to meet the city’s planning and public 
works people, they can settle quickly questions of what is 
needed for a building permit, and get the work started.” 

While the scale of the Sparks development is larger than 
average, a similar process of attracting new firms goes on 
with the 70 other parks that SPID manages, from Clacka- 
mas, Oregon (near Portland), to New Orleans. 

At San Jose, in Northern California, a large industrial 
community has grown up, based in part on SP’s 278-acre 
North San Jose industrial Park. 

San Jose’s Mayor Janet Gray Hayes inspected the 
landscaped park recently and looked at SPED plans to 
transform 220 undeveloped acres next door into a “ready- 
to-build” annex to the park. 

“Keep up the good work,” she said. “Keep on bringing in 
jobs for our people.” 
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Summary of the Annual Meeting of Stockholders 


To the Stockholders of Southern 
Pacific Company: 


The Annual Meeting of Stockholders was held on 
Thursday, May 18, 1978, at 4 East 61st Street, New York 
City, New York. Mr. B. F. Biaggini, Chairman, President 
and Chief Executive Officer of the Company, presided. 


There were 22,927,864 shares of the Company’s capital 
stock, 85.1% of the total outstanding, represented by 
proxy or in person at the meeting, In nineteen of the last 
twenty years more than 85% of the outstanding shares of 
stock have been represented at the annual meeting. The 
continuing support and interest of the stockholders is 
appreciated by the Directors and Management. 


Election of Directors 


The following nominees were elected to serve as Di- 
rectors of the Company until the next Annual Meeting 
of Stockholders: 


Stephen D, Bechtel, Jr. Edmund W. Littlefield 


B. F. Biaggini Richard K. Miller 
Thomas M. Evans Michael A. Morphy 
Alan C. Furth Henry T. Mudd 


John W. Hanley 
Ellison L. Hazard 


George B. Munroe 
Richard S. Perkins 


Management Proposal 


Management introduced the resolution set forth in the 
Proxy Statement to ratify and approve the action of the 
Board of Directors inemploying Deloitte Haskins & Sells 
as independent public accountants to audit the books, 
records and accounts of the Company and its subsidiaries 
for 1978. The resolution was adopted, 22,802,009 shares 
voting “FOR” and 122,570 shares (held by 643 stock- 
holders) voting “AGAINST”. 


Stockholders’ Proposals 


The following resolutions were introduced by Messrs. 
Eric Knaus and William Frisher on behalf of Messrs. 
Lewis and John Gilbert, Mrs. Wilma Soss, Mr. Edward 
Banker, Dr. Joseph Viverito and Mr. David Brown: 

First Resolution: 

“RESOLVED: That the stockholders of Southern Pa- 
cific Company, assembled in annual meeting in person 
and by proxy, hereby request that the Board of Directors 
take the steps necessary to restore limited pre-emptive 
rights to the shareholders.” 

Mr. Harry N. Cohen seconded the resolution and Mr. 
Knaus made a statement in support of the resolution. It 
failed to carry as 20,103,403 shares voted “AGAINST” 
and 1,613,591 shares (held by 6,487 stockholders and 


representing 7.43% of the votes cast) voted “FOR” the 
resolution. 
Second Resolution: 
“RESOLVED: The stockholders of Southern Pacific 
Company, hereby request that the by-laws be amended to 
read: Any two or more offices, may be held by the same 
person, except that the Chairman and President and the 
Corporate Secretary shall not be held by thesame person.” 
Mr. Cohen also seconded this resolution and Mr. 
Frisher made a supporting statement. It failed to carry as 
20,779,297 shares voted “AGAINST” and 909, 100 shares 
(held by 5,259 stockholders and representing 4,19% of the 
votes cast) voted “FOR” the resolution. 

No other matters were presented for action at the 
meeting. 


Management Comments 


Southern Pacific expects to have a good year in 1978, 
Mr. Biaggini told the stockholders, even though the year 
started slowly, as January and February results reflected 
the depressing effect on the economy of the coal strike 
and bad winter weather in the East and Southwest, While 
first-quarter earnings fell short of the record pace set in 
1977, which was an overall record year for Southern Pa- 
cific, business improved considerably in March and the 
economy has continued at a good level since then. 

“Demand across the nation for products which move 
on Southern Pacific appears high, and this is why we are 
optimistic about the balance of 1978,” Mr. Biaggini said. 

Operating revenues are up, and the railroad industry's 
4% freight rate increase, effective June 17, will partially 
offset higher costs which the railroads already have in- 
curred. This should contribute to the improvement of 
Southern Pacific revenues and earnings. 

“One of the bellwethers in our economy traditionally 
has been the automotive industry,” Mr. Biaggini com- 
mented, noting that in early May, Mr. E. M. Estes, Presi- 
dent of General Motors, predicted that a record 15.5 mil- 
lion new cars and trucks will be sold this year. “Our auto- 
mobile loadings were up 25% in the first four months of 
this year, compared to the same period of 1977,” Mr. 
Biaggini said. 

Piggyback and container traffic, he added, has been 


D. K. MeNear, President, Southern Pacific 
Transportation Co., responds to a stock- 
holder during the question period. 


another bright spot over the first four months, up 15% 
over last year, and SP intermodal trains in March moved 
more containers and trailers than in any month since 
the Company pioneered piggyback. in the West in 1953. 
Mr. Biaggini commented on “promising” tests of dou- 
bledeck container cars {illustrated on page 13) which 
have the potential of producing heavier payloads, fuel 
savings, and increased efficiency in loading and unload- 
ing at terminals. 

On the subject of Southern Pacific’s agreement with 
the Chicago, Rock Island and Pacific Railroad for SP 
purchase, for $57 million, of 966 miles of Rock Island line 
and operating rights between Santa Rosa, N.M., and 
Kansas City and St, Louis, Mr. Biaggini said “we hope 
to receive prompt, affirmative decisions” from both the 
Rock Island’s reorganization court in Chicago and the 
Interstate Commerce Commission. “We will then be able 
to ensure the preservation of the Golden State Route, be- 
tween California and the Midwest, as a competitive trans- 
continental freight line, and reopen direct and important 
connections with other railroads in the Midwest.” 

“It is a common question these days to ask about the 
state of track and roadbed maintenance of the railroads,” 
Mr. Biaggini remarked. “I am happy to tell you that 
Southern Pacific’s track is in good shape, and that we are 
continuing extensive and accelerated programs this year 
to replace and maintain rails, ties and roadbed. In 1977, 
the Company invested about $250 million to maintain 
and improve its privately owned right-of-way. We will 
increase that total to about $280 million this year. 

“It should be pointed out, incidentally, that our com- 
petitors on the highways and inland waterways do not 
have to make such investments in their rights-of-way, 
which are provided and maintained at the taxpayers’ 
expense.” 

Mr. Biaggini reported that, in addition to the track 
maintenance program, Southern Pacific has budgeted 
about $374 million this year to keep cars and locomotives 
in top operating condition, and will invest an additional 
$158 million in new equipment. A record $288 million in 
cars and locomotives also are being ordered for deliveries 
beginning in 1979 (see story on page 2). 

Highlighting Southern Pacific's non-railroad activities 
so far this year has been th: performance of real estate 
and natural resource subsidiaries, which produced oper- 


After the meeting, Chairman B. F. Biaggini talked with William Frisher who — 
with Eric -Knaus — represented Lewis and John Gilbert and others. 


ating income in the first quarter of $7.1 million, up 131% 
from the 1977 period. “This gain was made primarily by 
increased land sales,” Mr. Biaggini said. “Logging on our 
extensive timber lands was delayed this year by an un- 
usually wet spring, but the Land Company still expects 
to meet its goal of 150 million board feet of timber har- 
vested this year, one of its largest in history. Timber prices 
are very good, and we should realize a substantial profit 
from 1978 log sales.” 

Trucking subsidiaries are gaining traffic as the econo- 
my improves, he reported, and the market for SP truck 
services appears strong for the balance of the year, Fed- 
eral regulators granted Southern Pacific Pipe Lines a 
10% rate increase on petroleum traffic in Arizona and 
Oregon May 15, and this should bring SPPL’s earnings 
to about the same level as its record 1977 year. 

“Southern Pacific Communications Company cut its 
operating losses almost in haif from the first quarter a 
year ago,” Mr. Biaggini declared, “as revenues increased 
and more customers joined SPCC’s nationwide micro- 
wave network. In April and May, federal court decisions 
directed the American Telephone & Telegraph Company 
to comply with an earlier court ruling to provide inter- 
connections with specialized common carriers such as 
SPCC. This action is expected to open the door for full 
utilization of SPCC’s ‘Sprint’ service, which allows cus- 
tomers to share private line channels between cities. This 
is a popular feature which should bring important new 
business to our communications subsidiary.” 


Stockholders’ Questions 


A summary of questions and answers which seemed to 


Among those ‘who asked questions from the-floor were (top, left) 
Clark Morris, Bloomfield, N.J.; and Alfred Russo, Whiting, N.J.: 
Dr, Henry J. Frundt (bottom); and Margaret Bebek.of New York. 


be of general interest to all stockholders follows: 

Messrs. Knaus and Frisher, in addition to the custom- 
ary questions and discussions about by-law changes, di- 
rectors’ meetings, and compensation matters (in which 
Mr. Charles Tanenbaum joined), inquired about offi- 
cers’ expenses and activities of the Audit Committee. Mr. 
Biaggini replied that there had been no amendments to 
the by-laws since the last annual meeting; that the Board 
of Directors had met ten times and the Executive Com- 
mittee of the Board fourteen times during the year; that 
the compensation of the management group included 
awards approved by the Board of Directors under the 
Executive Salary and Incentive plans based upon Com- 
pany and officer performance and significant manage- 
ment contributions during the year; that senior offi- 
cers’ reimbursed business expenses had been audited by 
Deloitte Haskins & Sells, independent certified public 
accountants, and found to be reasonable; and that the 
Audit Committee, consisting of solely outside directors, 
had met three times during the year. At meetings of the 
Audit Committee, which had been attended by represen- 
tatives of Deloitte Haskins & Sells, the directors had 
reviewed the various accounts of the Company includ- 
ing the audit procedures of the independent auditors and 
the Company’s own internal auditing group. In addition, 
the Interstate Commerce Commission had made audits 
of the Company’s transportation subsidiaries, in accord- 
ance with its regulations and normal annual practice. 

Mr. Knaus and Mr. Alfred Russo asked about the 
status of the Company’s acquisition of trackage from 
Santa Rosa, New Mexico to St. Louis from the Trustee 
in Bankruptcy of the Chicago, Rock Island & Pacific 
Railroad Company. Mr. Biaggini said that a memoran- 
dum of understanding had been entered into and that a 
definitive contract was now being drafted by the lawyers. 
It was expected that this contract would be filed with the 
bankruptcy court shortly and upon receiving the court’s 
approval, application would be filed with the Interstate 
Commerce Commission for authority to purchase the 
trackage. Mr. Alan C. Furth, Executive Vice President- 
Law, indicated that the purchase probably could be com- 
pleted within eighteen months. 

Miss Zona Winston asked what was meant by “limited 
pre-emptive rights,” as stated in one of the resolutions 
presented to the meeting. Mr. Biaggini explained that it 
would give the right to stockholders to purchase shares of 
stock, or securities convertible into stock, before they 
were sold to the public generally. However, it was the 
Company's position that such rights could operate to the 
disadvantage of stockholders by limiting its flexibility in 
future financial undertakings involving public offerings 
of such securities, and might also make it difficult for the 
Company to take advantage of attractive financing op- 
portunities as they developed. Furthermore, offering 
securities directly to the public, without the restriction 
imposed by pre-emptive rights, would normally result 
in an increase in the cash proceeds of any offering to the 
Company. Stockholders interested in preserving their 
proportionate interest after issuance of additional secu- 
rities could always do so through purchases of shares in 
the open market. 

Mrs. ‘Margaret W. Bebek and Mrs. Cecilia Schwartz 
asked if the Board of Directors might consider the ad- 
dition of a woman member. Mr. Biaggini replied that 
there was certainly no reason why a properly qualified 


Director Michaet A. Morphy (left) discusses the coming meeting with 
Chairman Biaggini. 


Directors Thomas M. Evans (center) and Stephen D. Bechtel, Jr., wel- 
comed Walt Street Journal reporter John Williams to the meeting. 


Homi: 


All members of the Board of Directors were present. Before the meet- 
ing, Director Edmund D. Littlefield (right) chatted with stockholders 
Charles and Mary Tanenbaum of New York. 


Director Richard K. Miller (right) and G. R. West, a partner in Deloitte 
Haskins & Sells, the independent certified public accountants for 
Southern Pacific Company. 


The three directors nearest the camera are (left to right): Henry T. Mudd, George 8." 
Munroe and Richard S. Perkins. 


Director John W. Hanley (left) and Director 
Ellison L. Hazard. 


Also addressing the meeting were stockholders Esther Braverman, 
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O. G. Linde, President, 
Southern Pacific Land Co., 
responds to a stockholder's 

question fram the floor. 


woman could not be elected to the Board in the future. 
He pointed out that any selection process must take into 
consideration the high degree of competency required of 
a director in such diverse fields as those in which South- 
ern Pacific is engaged, and the ability of any candidate 
to make an effective contribution. 

Mr. Clark Morris expressed concern about losses be- 
ing sustained in commuter operations in the San Fran- 
cisco Bay Area, and asked why the Company couldn’t 
simply discontinue the service. Mr. Biaggini replied that 
under state and federal laws the Company was not free to 
take such action without the authority of the California 
Public Utilities Commission (CPUC) or the Interstate 
Commerce Commission (ICC). The Company had filed 
for rate increases with the CPUC over three years ago to 
put the operation on at least a break-even basis, and after 
lengthy proceedings had finally received authorization 
for a small proportion of the increase requested, far less 
than was needed to cover the Company’s losses, Subse- 
quently, the Company had filed another application with 
the CPUC, this time to discontinue the service. However, 
in view of the CPUC’s delay in acting upon this request, 
the Company had determined that a petition should be 
filed with the 1CC to discontinue the service, as federal 
law provides that railroads may seek a hearing with the 
ICC if state regulatory agencies deny a request for dis- 
continuance or fail to make a final decision within 120 
days. After the petition had been filed with the ICC, the 
CPUC turned down our request to end the service, and a 
decision from the ICC is now pending. 


ooklyn, and Jackson Keeler, Sea Bright, Nid. 


The Rev. Michael Clark and Dr. Henry Frundt, repre- 
senting the Interfaith Center on Corporate Responsibil- 
ity and Sisters of Saint Francis of Perpetual Adoration, 
expressed concern for the future of the small farmer and 
for land ownership patterns in the United States. They 
asked for a statement of the Company’s policy in regard 
to the disposition of agricultural lands, especially those 
in the Westlands Water District of Central California. 
Mr, Biaggini stated it was the Company’s intention to sell 
such lands in accordance with contracts which had been 
executed in good faith with the government between 1971 
and 1976 under regulations of the Bureau of Reclama- 
tion in force at that time. These contracts require the 
Company to sell the lands at the end of a 10-year period, 
and were entered into at the urging of the Company’s 
farmer-tenants who wished to receive federal water to 
irrigate their farms. The Company had begun selling land 
in 160-acre parcels to farmers and members of their 
families in 1975, well ahead of the dates provided for in 
the contracts. All sales, however, have since been halted 
by court order, to give the Bureau of Reclamation time to 
undertake a review of the terms and conditions of the 
contracts which it had previously executed. Any unilat- 
eral changes by the Bureau in existing contracts natural- 
ly raise serious questions of both fairness and legality. 
The Company objects particularly to any changes which 
might prevent farmers who have worked the lands for 
many years under lease arrangements from being abie to 
buy the land themselves. Mr. O. G. Linde, President of 
Southern Pacific Land Company, said that the Compa- 
ny’s sales program, which is in full conformity with exist- 
ing law, has been to give such farmers the first oppor- 
tunity to purchase lands to the extent that they could 
qualify under the 160-acre limitation, Where lessees 
could not buy.the lands, the Company has been selling 
parcels up to 160 acres to persons who intend to farm 
the lands themselves. Company policy has been to favor 
sales to family farmers who presently lease the land, and 
it will continue to support this position. 

Mr, Jackson Keeler posed the question that, if the de- 
tegulation of the airline industry was successful, would 
a similar effort be made.by the federal government to 
loosen the regulatory burdens suffered by the railroads. 
Mr. Biaggini said that he certainly hoped that there 
would be some deregulation of the railroads, as they had 
been hampered for too long a time by the restraints of 
outmoded and inequitable regulations. The railroads 


compete in the transportation market with water, motor 
and air carriers, yet are still regulated as though they were 
classic monopolies. National policy on surface transpor- 
tation should be revised to reflect the true economic rela- 
tionships which exist between the various modes of trans- 
portation and to allocate better transportation resources 
to meet the nation’s future needs, In answer toa question 
from Mrs. Esther Braverman, he also pointed out that 
the railroads are required to maintain their own rights 
of way, whereas competing modes of transportation 
are subsidized by taxpayers. Legislation is pending for 
the payment of user charges for the use of the inland 
waterways, and he stressed that it was important to have 
such a policy of user charges established for all govern- 
ment-provided and maintained transportation facilities. 

Mr. Hal E. Smith and Mr. Jackson Keeler inquired 
about utilization of freight equipment and the possibility 
of the federal government acquiring such equipment for 
lease to the railroads. Mr. Biaggini explained that South- 
ern Pacific’s use of freight equipment was as good as the 
other major railroads and that continuous efforts are be- 
ing made to improve such utilization. The Company’s 
real-time computer system, called TOPS (Total Opera- 
tions Processing System), reports current information on 
all freight cars, whether owned by Southern Pacific or 
others, which are on any of the Company’s rail lines. 
Such reports indicate the nature of the shipment in each 
car, crews on each train, where empty cars are, and where 
they are headed. The reports are of great value in helping 
terminal superintendents formulate their work plans by 
letting them know what traffic is coming and just where 
shipments are located on any particular train. Shipments 
are now reaching destinations and empty cars heading 
back to loading docks faster than ever. Labor unions and 
management also are working on a continuing basis to 
improve productivity, and Mr, Biaggini said he is hopeful 
further progress along these lines would be made in pend- 
ing labor negotiations. Insofar as government ownership 
of freight equipment is concerned, he said this would only 
lead to further government encroachment into the pri- 
vate sector — which would be contrary to any policy of 
deregulation, that the railroads need to be on equal com- 
petitive terms with the other modes of transportation. The 
railroads are in a much better position than the govern- 
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Director Alan C. Furth, Executive Vice President-Law, with stock- 
holder Loretta Cronin, Englewood Cliffs, N.J. 


Stockholder Grace McDermott of New York City and R. J. McLean, 
Executive Vice President-Finance. 


ment to respond to the needs of their customers and the 
public, and they have demonstrated this over the years. 


Directors and Officers Present 


The following Directors and Officers of the Company 
were in attendance: 

Directors: Stephen D. Bechtel, Jr., B. F. Biaggini, 
Thomas M. Evans, Alan C. Furth (Executive Vice Presi- 
dent-Law), John W. Hanley, Ellison L. Hazard, Edmund 
W. Littlefield, Richard K. Miller, Michael A. Morphy, 
Henry T. Mudd, George B. Munroe and Richard S. Per- 
kins. (All members of the Board attended.) Mr. Henry U. 
Harris, an Honorary Director who served on the Board 
until 1972, was also present. 

Officers: F. E. Kriebel, Executive Vice President; 
Robert J. McLean, Executive Vice President-Finance; 
L. E. Hoyt, Vice President; W. R. Denton, Vice Presi- 
dent; D. L. Praeger, Vice President and Controller; J. G. 
Shea, Vice President-Public Relations; H. A. Waterman, 
General Counsel; R. D. Krebs, Assistant to President; B. 
G. McPhee, Assistant Vice President and Treasurer; A. 
E. Hiil, Secretary; D. V. Flanagan, Governmental Affairs 
Representative; E. L. Johnson, Assistant Controller; and 
H.R. Huber, Transfer Agent. 

Officers of the following subsidiaries were also present. 
Southern Pacific Transportation Company — D. K. Mc- 
Near, President; R. L. King, Vice President-Traffic; R. E. 
Wynkoop, Assistant Vice President-Sales (Chicago); 
W. T. Delmater, Regional Sales Manager (New York); 
H. J. Riopelle, Area Sales Manager (New York). South- 
ern Pacific Land Company — O. G. Linde, President. 
Southern Pacific Communications Company — C. Gus 
Grant, President. 

Messrs. T. J. Graves and G. R. West, partners of De- 
loitte Haskins & Sells, independent certified public ac- 
countants for the Company and its subsidiaries, were 
also present. 


A. E. HILL 
Secretary 
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ministration’s high-speed test track at 
Pueblo, Colo. 

The Track-Train Dynamics Pro- 
gram, which SP began in the late 1960s, 
is a major research project studying 
the complex interplay of forces exist- 
ing between a moving train, its indi- 
vidual cars and locomotives, the engi- 
neer’s handling of the train, and the 
track upon which it operates. 

These forces were measured with 
delicate instrumentation and analog 
computers in actual freight service, 
including several 2,175-mile runs of an 
SP unit train of steel between Califor- 
nia and Illinois. Results were built into 
computer models which helped estab- 
lish guidelines for optimum train han- 
dling and train makeup. 

Because of its pioneer work in the 
field, Southern Pacific was asked by 
the Association of American Rail- 
roads to develop a master plan for an 
industry-wide program, and Edward 
F. Lind, manager of SP’s TTD pro- 
gram, directed its initial phases. 

“We're now bringing Track-Train 
Dynamics out of its research status 
and turning it into standard operating 
practice,” says Lind. 

“TTD principles are being used in 


Southern Pacific's prototype rail car, which carries shipping containers two high 
(above), has performed well and SP plans to acquire 50 articuiated three-car units. 


training line personnel about proper 


i placement of loaded cars, empties and The unique car is a product of SP research, which uses sophisticated techniques 
a : helper locomotives in trains. They can like computerized finite element analysis of structural design. Ross Gill (below, 
‘ assist in determining where track left), SP manager of research and tests, views a computer-produced drawing with 
esearc on e al ro should be realigned, sidings length- Wayne Williams, mechanical design engineer. 


Comprehensive SP Programs Include New Car Designs, 
Locomotive Tests, Wheel-Rail Studies, Safety Devices 


Research projects have always pro- 
liferated on Southern Pacific. A full 
century ago, SP’s pioneer technicians 
were the first to test oil as a replace- 
ment for.coal in steam locomotives. 
Today, SP is participating in a Stan- 
ford Research International study tar- 
geted on coal-derivative and other syn- 
thetic fuels as future energy sources — 
to replace oil. 

SP’s research/development/ test 
activities, commented the magazine 
Railway Age last year, are the “most 
comprehensive such programs in the 
industry.” 

Research takes many forms and 
involves many people at Southern 
Pacific. It’s aimed at producing better 
locomotives, cars, track and roadbed, 
classification yards, computer pro- 
grams, communications, safety in- 
spection, freight protection, operating 
methods and market development. 
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“The goal, of course, is always bet- 
ter service and a safer, more efficient 
tailroad,” declares Robert Byrne, who 
became SP’s chief mechanical officer 
this year after 25 years’ experience in 
research with SP and the Association 
of American Railroads. 

“We try to look way down the track 
to make sure our studies are going in 
the right direction to meet the 21st 
Century, but we avoid a purely ‘blue- 
sky’ approach,” Byrne says. “The basic 
principle of the steel wheel on the steel 
rail is still primary. One of our jobs is 
to make the relationship of wheels and 
rails smoother and safer.” 

Many of the more visible products 
of SP research — unique freight car 
designs, for example — come from the 
Mechanical Department’s Technical 
Research and Development group. 
But the research specialists don’t stifle 
innovation coming from other places. 


“We take a task-force approach on 
most projects,” explains Ross T. Gill, 
manager of research and tests, “draw- 
ing people from other departments 
and coordinating the work through 
the research staff. This way, we obtain 
a variety of talent and get people in- 
volved who live with the problems they 
are trying to solve.” 

More than 100 key people from 10 
departments worked on the Track- 
Train Dynamics Program, he notes. 

“Input also comes, logically enough, 
from the engineering staffs of equip- 
ment manufacturers and our ship- 
pers,” Gill says, “as with SP’s intensive 
design work on closed-end, multi-level 
cars for automobiles.” 

The TR&D staff also stays in close 
touch with industry, government and 
research institute projects. Four SP 
locomotives, for instance, recently 
operated on the Federal Railroad Ad- 


ened, or train speeds raised or lowered. 
Train handling instructions can be 
given to each engineer, along with a 
train tonnage profile, and these help 
him develop a ‘trip plan’ — how best to 
handle that particular train on that 
particular stretch of track.” 

TDOP, The Truck Design Optimi- 
zation Project is an $8 million Feder- 
al Railroad Administration study of 
the wheel and axle assemblies under 
freight cars. Because of its early re- 
search in this area, SP was awarded an 
FRA contract to conduct the first 
phase of the project. A test train was 
operated over three SP routes to mea- 
sure forces involved in different ter- 
rain. A single day’s testing produced 
50 million measurements, a massive 
amount of data which was reduced to 
comprehensible graphs by computers. 
SP is following up with studies of ad- 
vanced designs of trucks for both loco- 
motives and freight cars. 

Doubledeck container cars may 
become common on railroads by the 
1980s, as a result of SP car design. 
Since last fall, SP has been testing a 
prototype car that carries two 40-foot 
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Test car engineer Jon Andresen (above), checks computer 
programs he is preparing in Oakland for new SP instrument 

car which will test Jocomotives and freight equipment. The 
computers will be installed in the new rolling laboratory, rebuilt 
from a former passenger sleeper tike a sister car (pictured below 
on the Central California coast near Guadalupe) now used to 
monitor the ride qualities of new automobiles being shipped 

by railroad. 
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shipping containers, one stacked on 
top of the other, The revolutionary 
design reduces the weight of railway 
equipment needed to handle contain- 
ers by as much as 45%, compared to 
present single-level flatcars. This 
means shorter trains with heavier pay- 
loads, a reduction in fuel consump- 
tion, and increased terminal capacity. 

Tests of the prototype car have been 
promising, and Southern Pacific plans 
to acquire 50 articulated three-car: 
units, to be delivered next year. The 
three cars will ride on just four sets of 
wheel trucks. This should give an ex- 
cellent ratio of payload to total train 
weight. 

Acoustic checking for wheel flaws 
is the goal of joint SP-University of 
Houston-Federal Railroad Adminis- 
tration research. Experiments have a 
way to go yet, but the idea is to detect 
a defective wheel in a moving train 
by means of its acoustic “signature.” 
When the wheel is struck, its resound- 
ing tone would be calibrated through 
a computer to detect instantly any hid- 
den, internal flaws. 

SP researchers are also looking into 
possible applications of thermography 
in detecting electrical or metallurgical 
defects in equipment. Infrared tech- 
niques would find the “warm spots” 
where trouble was developing. 

SP’s new instrument car, labeled SP 
252, is nearly ready for field testing. A 
former passenger sleeping car, it is be- 
ing outfitted in Sacramento with so- 
phisticated instrumentation and mini- 
computer equipment so it can evaluate 
the performance of rolling stock and 
track in a variety of research assign- 
ments. Instruments will be cabled to 
components of cars, locomotives, and 
even freight ladings to monitor such 
operating characteristics as the minute 
movements of suspension systems, the 
lateral action on the rail of wheels with 
varied tread contours, or “rock and 
roll” tendencies of different cars at cer- 
tain speeds. 

New locomotive designs can be test- 
ed by the instrument car, and factors 
like tractive effort, fuel consumption, 
wheel adhesion and cooling efficiency 
can be graphed in relationship to one 
another. Data produced could be help- 
ful, for example, in SP’s present tests 
of 12 experimental four-axle locomo- 
tives — four units each from three dif- 
ferent manufacturers. One goal of the 
new engines is to improve fuel econo- 
my, through lighter weight and fewer 
cylinders, without sacrificing the trac- 
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Scientists of various disciplines 
work at SP’s Sacramento labora- 
tories. Metallurgist Robert Rangel 
(right) checks steel sample from 
rail, while chemist John Thomas 
(below) does an atomic absorp- 
tion analysis of an oil sample 

on the spectrophotometer. 


tive capability needed to pull a heavy 
train up a hill. 

A sister car to SP 252 — #251, of 
course — was equipped last year and 
is now being operated in various parts 
of the country, under lease to General 
Motors, so the big automaker can see 


how different parts of new automo- 
biles react to cross-country freight 
train rides in multi-level rack cars. 
Research teams also plan to match 
up the instrument car’s computer 
tapes with those of SP’s new $625,000 
“track geometry” car, which can check 


Calibrating signal amplifiers tor 
new SP test car is Joe Lambert 
(above), instrumentation engineer. 
Barton Johnston (left), asst. chief 
chemist at Sacramento lab, iden- 
tilies sample of material on an 
X-ray fluorescent diffraction unit. 


the smoothness and alignment of rail 
with complex track measurements at 
speeds up to 70 m.p.h. The result 
would be a composite picture of a 
stretch of track and the performance 
of trains moving over it — another 
advanced tool for research. 
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i ‘Heélicc ee : uséd at several locations this year to help bring mature tim- 
Loggi ng b y. Helicopter : -ber out of areas in SP forests which are too steep or inacces- 
Airlifting two massive logs,.a heavy-duty helicopter assists < . sible to be reached easily by conventional tractors or trucks, 
in harvesting Southern Pacific Land:‘Company timberlands - The Land Company expects one ofits largest timber harvests 


near Redding, in Northern California. Helicopters are being this year, ‘with about 150 million board feet planned for sale. 


